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FRIDAY, JULY 13, 1956 


House or REPRESENTATIVES, 
CommMopiry SUBCOMMITTEE ON WHEAT, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 


The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
1308, New House Office Building, Hon. Carl Albert presiding. 

Present: Representatives Albert (presiding), Watts, Hope, and 
Belcher. 

Also present: John J. Heimburger, counsel. 

Mr. Atrert (presiding). The committee will come to order. 

The committee meets for the purpose of considering S. 1400 which 
has already passed the Senate and has been referred to this committee. 

Without objection a copy of the bill will be inserted at this point in 
the record. 

(S. 1400 is as follows :) 


[S. 1400, 84th Cong., Ist sess.] 


AN ACT To protect the integrity of grade certificates under the United States Grain 
Standards Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 9 of the United States Grain 
Standards Act (7 U. 8 .C. 85) is amended to read as follows: 

“Sec. 9. Any person who shall khowingly violate any of the provisions of sec- 
tions 4 or 7 of this Act, or any inspector licensed under this Act, or any person 
sampling grain for inspection under this Act, who shall knowingly inspect, 
grade, or sample improperly any grain which has been shipped or delivered for 
shipment in interstate or foreign commerce, or shall knowingly give any false 
or incorrect certificate of grade, or shall accept money or other consideration, di- 
rectly or indirectly, for any neglect or improper performance of duty, and any 
person who shall improperly influence or attempt to improperly influence any 
such inspector or sampler in the performance of his duty, or shall knowingly or 
willfully cause, or attempt to cause, the issuance of a false or incorrect certificate 
of grade under this Act by deceptive loading, handing, or sampling of grain 
or by submitting grain for inspection knowing that it has been so loaded, han- 
dled, or sampled, or by any other means, shall be guilty of a misdemeanor, and 
upon conviction thereof shall be fined not more than $1,000, or be imprisoned not 
more than one year, or both.” 

Passed the Senate June 17 (legislative day, June 14), 1955. 


Attest: Fetton M. JoHNstTon, Secretary. 


Mr. Augertr. In the Senate Committee on Agriculture and Forestry’s 
report appears the report of the Department of Agriculture, and 
without 0 a the report of the Department of Agriculture will 
appear at this point in the record. 
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(The report is as follows:) 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 13, 1955. 
Hon. ALLEN J. BLLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, 

Dear SENATOR PLLENDER: This is in reply to your letter of March 11 requesting 
a report on §S. 1400, a bill to protect the integrity of grade certificates under the 
United States Grain Standards Act. The bill would amend section 9 of the act 
to provide penalties for persons who knowingly sample grain improperly and for 
persons who knowingly or willfully cause or attempt to cause the issuance of a 
false grade certificate under the act by deceptive loading, handling, or sampling 
of grain, or any other means. 

The Department favors enactment of S. 1400. However, in view of the fact 
that the present Grain Standards Act refers to incorrect certification as well as 
to false certificates (7 U. S. ©. 77, 80), it is recommended that the words “or 
ineorrect” be inserted after the word “false” in line 11 on page 1 and in line 6 
on page 2 of the bill, for consistency with the present provisions of the act. 

It is estimated that the additional functions required by the bill will increase 
the annual cost of administering the act by approximately $43,500. 

Although provisions of the bill appear to be difficult to enforce adequately, we 
believe that enactment of the bill will strengthen the requirements of the act in 
such a manner that it will tend to prevent or correct abuses that now occur. It 
will aid in preventing to a much greater degree than is now possible the “‘plug- 
ging” or the covering and concealing of inferior grain underneath higher quality 
grain in such a manner that it is not disclosed by probing or otherwise sampling in 
the prescribed manner. It will also provide more control over the persons who 
sample grain for official inspection purposes. 

The Bureau of the Budget advises that, from the standpoint of the program 
of the President, there is no objection to the submission of this report. 


Sincerely yours, 
True D. Morss, Acting Secretary. 


Mr. Axgert. The committee will hear first the representatives of 
the Department of Agriculture. Mr. J. E. Barr, Chief, Inspection 
Branch, Grain Division, Agricultural Marketing Service, United 
States Department of Agriculture, will testify on behalf of the 
Department. 

Mr. Barr, will you introduce your colleagues and give us their titles? 
You will have permission to consult with them during the hearing. 


STATEMENT OF J. E. BARR, CHIEF, INSPECTION BRANCH, GRAIN 
DIVISION, AGRICULTURAL MARKETING SERVICE, ACCOMPANIED 
BY B. W. WHITLOCK, DIRECTOR, GRAIN DIVISION ; AND CHARLES 
MYERS, PROGRAM AUDIT AND APPRAISAL DIVISION, AGRICUL- 
TURAL MARKETING SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Barr. The gentlemen accompan ng me are B. W. Whitlock, 
a 


Director, Grain Division, Agricultura rketing Service, and Mr. 
Charles Myers, Program Audit and Appraisal Division, Agricultural 
Marketing Service. 

Mr. Ausert. The committee will hear you now, Mr. Barr. 

Mr. Barr. Mr. Chairman, we think the Department’s position is 
very well stated in the letter from the Acting Tannen ted June 
oF ry to Senator Ellender, in which we are on record as favoring 
this bill. 

The purpose or the objectives of the bill are well stated in the report 
of the Committee on Agriculture and Forestry, in the Senate. 
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In our work in administering the United States Grain Standard 
Act we are required, among other things, to supervise the work of 
licensed inspectors, handle appeals from inspections performed by 
them upon requests of interested parties, and in doing that we come 
across many instances where we are handicapped in taking what we 
consider adequate corrective actions. 

For one thing we have no control over samplers. They are employed 
by the State grain inspection departments, boards of trade, or cham- 
bers of commerce, or they may be set up on an independent basis. 
They hold no license from, or other relationship with, the Federal 
Department of Agriculture, and we have to look to the inspectors for 
accuracy of the work of samplers. 

Mr. Hore. Are the samplers employed by the State grain inspection 
departments? 

r. Barr. Yes. And in some instances by the boards of trade and 
chambers of commerce, and inspectors set up on the independent basis. 

Mr. Horr. Are there cooperative agreements with the States? 

Mr. Barr. All inspectors are licensed by the Secretary of Agricul- 
ture, after they have demonstrated their competency to apply the 
standards of the grain in which they are interested. There is no co- 
operative agreement or contractual relationship. 

Mr. Horr. They are on the payroll of a State agency. Is that true in 
all States? 

Mr. Barr. No; that is not true in all States. In some States they 
are representatives of the boards of trade, chambers of commerce, or 
are set up on an independent basis. 

Oklahoma is one of those; Texas—no State inspection. 

Mr. Betcner. What did you say about Oklahoma? 

Mr. Barr. Oklahoma has no State grain inspection. Inspection in 
that State is performed by inspection departments of the boards of 
trade, or chambers of commerce, or by inspectors set up on an inde- 
pendent basis. 

Mr. Ausert. The samplers in peanut sampling work are employees 
of the State Department of Agriculture in Oklahoma. Is that not 
true of grain inspectors? 

Mr. Barr. Yes, that is true. 

Mr. Betcuer. The Federal grain inspector in Oklahoma; is he just 
licensed by the Government, and after that he is an independent oper- 
ator on his own? 

Mr. Barr. That is right, so far as the Department of Agriculture is 
concerned. 

Mr. Bevcuer. He is licensed by the Department? 

Mr. Barr. That is right. 
ae Betcuer. From there on he just inspects for whoever employs 

Mr. Barr. In the first place, when grain inspection service is estab- 
lished or available at a given point, a a. that is sold by grade and 
shipped to or from that point is required to be inspected. 
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ou see, the Grain Standard Act places certain responsibilities on 
the merchant for the inspection of grain. And the inspectors inspect 
all grain tendered for inspection under those conditions. 
Mr. Horr. Had you finished ¢ 
Mr. Berouer. Yes. 
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Mr. Horr. The Department, however, does have control, does it 
not over the actions of these inspectors in that you can cancel their 
certificate at any time, can’t you, upon proof that they are not operat- 
ing efficiently or honestly ? 

Mr. Barr. Let me say this, we supervise their work. If any in- 
terested party is dissatisfied with the grades applied by the inspec- 
tor to a given lot of grain, he may appeal to the Secretary and then 
we take over and perform another inspection of grain ,and issue a 
Federal appeal grade certificate. 

That certificate will supersede the certificate issued by the licensed 
inspector. 

Mr. Horr. Under what circumstances can you revoke the license of 
an inspector ? 

Mr. Barr. If we have evidence that the inspector is careless in his 
operations, or he is incorrectly grading grain, we may suspend his 
license temporarily, pending an investigation, or we may proceed 
with an investigation without suspending the license. 

Then, dependent upon what is developed in the investigation, we 
will decide whether to suspend his license, usually for 6 months, or 
whether we may revoke his license. 

Suspension or revocation, however, is usually never taken without 
opportunity for public hearing to bring out all of the facts. 

We make the preliminary investigation to determine what may have 
gone on and then we hold a hearing to determine or to bring out fur- 
ther facts and give everyone interested an opportunity to present their 
views, 

Mr. Horr. What are the specific grounds on which you can suspend 
or revoke a certificate? 

Mr. Barr. You mean their license? 

Mr. Hors. Their license, yes. 

Mr. Barr. We can suspend the license for flagrant misgrading of 

rain, if it is found that such misgradings were due to carelessness, 

ut if such misgradings are due to factors beyond his control, then 
we may correct those conditions, if possible, and permit him to retain 
his license. 

Mr. Hors. What would be an instance of circumstances beyond his 
control ? 

Mr. Barr. He may be trying to inspect grain under conditions 
which do not permit him to accurately determine, for example, the 
percentage of damage in samples of wheat. The light conditions in 
the space where he is required to work may not be proper. His equip- 
ment may have gotten out of adjustment, or something of that kind. 

In those cases—we have had cases of that kind, where if the la- 
boratory space or equipment was found to be, in our opinion, such that 
the inspector could not be expected to do an efficient job, we have 

otten with his employer, the inspection departments, and they have 
rrected those conditions. © | 

Mr. Hore. Well, you have the power then in the ordinary case to not 
only deal with the inspector, but to deal with the agency for whom 
he is working and insist that’ they follow certain standards? 

Mr. Barr. That is right. a 

Mr. Horr. What authority would you have if they refused to ac- 
cept your recommendations? 
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Mr. Barr. Well, if the conditions are not corrected, or if the in- 
spector continues to misgrade grain, we would have no alternative 
except to suspend his license or, perhaps, revoke it. 

Mr. Apert. May I ask this? This would make it a criminal offense 
and give you authority to turn him over to the Department of Justice, 
wouldn’t it? 

Mr. Barr. Not necessarily, under the conditions which I have cited. 
This bill goes beyond that. 

The big obstacle that we have today is obtaining representative 
samples of grain. Cars of grain arrive at market, at the terminal 
markets from the country, which are sampled in the prescribed manner, 
inspected on the basis of those samples, and the grade determined and 
certificates issued. 


We find later, maybe after the car is being unloaded, sometimes 
before it 1s unloadea, ry more careful proving of the cars imi our routine 


procedure of supervising the work of the samplers and inspectors, 
that three-fourths of the grain, or seven-eighths of the grain, may be 
No. 2 Yellow corn, for example, whereas on the bottom there is 6 
inches or 12 inches of heat-damaged corn, which the inspector could 
not possibly reach in the prescribed methods of sampling grain. 

That is the condition, one of them, that this bill is designed to 
correct. 

Mr. Aupert. You issue no license to samplers that gather these sam- 
ples and have no control over them ? 

Mr. Barr. None whatever. If we find the inspector misgraded the 
grain in the case cited, we may then take the matter up with the shipper 
just in an effort to correct some of these practices by writing him a 
letter, calling his attention to what we found in this car and the fact 
that it prevented the inspector from arriving at the true grade of the 
grain and ask if he will comment on what we found. Aoout one-third 
of them will reply. And most of those will say, “I am sorry; I didn’t 
know the gun was loaded—I didn’t know that stuff was in the bottom 
of the car.” 

But it always gets in the bottom. We never find the car where they 
put 1 foot of “barnyard scrapings” on top of the good grain in the car. 

Mr. Barr. You will find the grain is loaded nowadays in modern 
boxcars about 8 feet deep. There may be 2 feet of working space 
between the top of the grain and the roof of the car. 

And we use a probe about 5 feet long, in probing the grain. It is 
impossible to get down to the bottom of the car with any kind of a 
probe that you can use to take samples under those conditions. 

Mr. Apert. It seems to me there is your problem. How is this bill 
going to cure that problem? 

Mr. Barr. This bill will place some responsibility on the man who 
loads the grain. Itishisgrain. He is required under the law to have 
it inspected. He shipped it in interstate commerce and sold it by 
a And the law says that he shall have it inspected and graded 

y an inspector licensed by the Secretary. 

And yet he loads the grain in a manner that makes it physically im- 
possible for the inspector to obtain a sample that is representative of 
the load as a whole. 

Mr. Betcuer. Well, as I understand the difference between the au- 
thority of now and the authority you would have under the bill it 


83295—56——2 
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is that now you can revoke the license of the inspector, you can suspend 
it, but as far as the sampler and the man that loaded the grain or 
the man having the grain inspected is concerned, he could practice any 
kind of fraud in the world and you would not have any recourse 
against him at all, practically. 

od oo That is true. 

Mr. Betcuer. Under this, if he plugs the car on you, he is guilt 
of a criminal offense in this bill. So this goes hinena the eemuntens 
as I understand it, Mr. Hope. 

Mr. Hore. I think it does. 

Mr. Betcuer. And cuts out fraud in the plugging of the cars, the 
loading of the cars and even the sampler or ens that has any- 
—_ to do with fraud connected with this, is guilty of a criminal 
offense. 
oe Mr-> Phaver: Brat you still have to have come way of finding out there 
has been fraud and that this bottom 6 inches is screenings. 

Mr. Bevcuer. Under the present law it does not make any difference 
if you do find out. 

Mr. Warts. Let me ask a question, if I may interrupt. 

The fellow that receives the corn, he does not have to pay for it if he 
finds it in that condition, does he, that is No. 2 instead of No. 1 corn? 
He has the right to reject the shipment ? 

Mr. Barr. That is obviously true. That is a contractual relation. 

Mr. Warts. And there is a lot of this grain moving into the CCC 
operation fixed up like this, is there? 

Mr. Barr. That is right. 

Mr. Warts. The CCC has a right to reject the loan on it, too, 
hasn’t it, if it does not meet the standard of the sample? 

Mr. Barr. I suppose so. The difficulty of that is that it is difficult 
to determine the amount of the offgrade grain or the extent of the 
damage. What we are concerned with is the accurate inspection of 
the grain or the determination of the correct grade of the grain as 
tendered for inspection. 

Let me interject here that many cars are sampled where we do detect 
the offgrade grain in the bottom of the car and we issue dual cer- 
tificates. 

Mr. Warts. What? 

Mr. Barr. Dual certificates. That is a certificate that will show, 
for example, two-thirds of the car No. 2 Yellow corn, one-third, ap- 
proximately one-third of the car, bottom of the car sample grade 
yellow corn, 15 percent heat damaged or what have you. Many o 
them we do catch. 

But this is only when the offgrade grain is sufficiently high to make 
it possible to reach it with the probe. 

fr. Warts. That is all corn that moves on the market or wheat— 
is that inspected anyway or sampled ? 
_ Mr. Barr. It is required to be, if sold by grade and shipped in 
interstate commerce. 

Mr. Warts. And where is the sampling usually done—at the place 
of shipment or place of receipt ? 

Mr. Barr. It can be done at the place of shipment, if an inspector 
is located there. 

Mr. Warts. Not at the place of receipt? 
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Mr. Barr. It may be done at the place of receipt. Most of it is at 
the place of receipt, on the primary movement of grain, understand, 
because the inspectors are not located at small points, the volume 
of business would not justify maintaining an inspection service there. 

Mr. Warts. I guess a lot of the grain is shipped through sight 
draft, isn’t it? 

Mr. Barr. So far as I know—I have been out of the business some 
30 years. 

Mr. Watts. We usually pay for it before it gets into the car. That 
is all. 

Mr. Horr. This language, the new language here, beginning down 
about the eighth or ninth line, referring back to the person so it reads: 


Any person who— 
prefaciuy it fox clarity— 
shall knowingly or willfully cause, or attempt to cause the issuance of a false 
or incorrect certificate of grade under this act by deceptive loading, handling, 


or sampling of grain, or by submitting grain for inspection, knowing that it 
has been so loaded, handled, or sampled, or by any other means, shall be guilty— 


et cetera. 


It takes that language, I assume from what you have said, to bring 
in the —_ir or the handler, so that you have opportunity to pursue 
a criminal charge against him. Is that correct? 

I mean, is it the weakness of the present Jaw that you have no op- 
portunity to proceed against the shipper ? 

Mr. Barr. We have no opportnuity to proceed against the shipper. 
We have no opportunity to proceed against the sampler. We do 
today in cases that I have been talking about here, on grain cars that 
are plugged or loaded in such a manner that it is impossible to obtain 
a correct sample, we may proceed against the inspector. He has 
misgraded the grain. 

e make an investigation and we may hold a public hearing and 
give opportunity for the inspectors, the shipper of the grain, the 
receiver of the grain or the warehouseman, any other person who may 
be interested, an opportunity to appear and present their views. 

We are proceeding against the inspector, not against the shipper, 
not against the loader. 

The conclusions probably will be, in most cases are, that the grain 
was misgraded by the inspector, but through no fault of his, but the 
misgrading was due to the manner in which the grain was loaded in 
the car, making it impossible to obtain a representative sample as 
the basis for inspection and grading. 

The act as now drawn in section 5, says that following such hear- 
ing the Secretary may publish his findings, And in those cases we 
do publish the findings. 

hat is usually the conclusion as ee in the finding; that the 
grain was misgraded, it was shipped by so and so, John Jones, from 
a certain point to a certain point where it was inspected and graded 
by a licensed inspector;-that upon reexamination of the grain by 
a Federal grain supervisor, meaning an employee of the Department, 
it was found that this grain was misgraded by the inspector; and that 
the inspection was due, as I said, to the manner of loading and not to 
—— of the inspector. 

r. . Would you yield there a minute? 
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Mr. Barr. That is under the present authority, sir. 

Mr. Ausertr. Yes, I know. 

Mr. Barr. That is the limit of what we can do. 

Mr. Abert. In the normal course of procedure, when a plugged load 
comes in and the inspector passes it, it would go into the Commodity 
Credit Corporation warehouse or somewhere and not be detected; is 
that right? And the Government or some purchaser would be stuck. 
Is that right? 

Mr. Barr. Well, it might be detected by our supervisor in the 
market who makes spot checks on cars on track. 

Mr. Avserr. The point I am getting at is this, this thing is not 
necessary if you detect it somewhere down the line. 

In other words, if you cannot cheat the Government or some other 
buyer by this method, what is the use of thic hill? Do you see what 
I mean? 

I am trying to find out why do you have to have this bill, if you can, 
when you start handling it, find out that it was misgraded, either 
accidentally or on purpose ? 

Mr. Bevcuer. It is a whole lot like stealing second base. If you 
get there safe you are all right; if you do not, you do not get thrown 
out of the game—you just go back and bat again. 

Mr. Horr. What rather amazes me, and I am amazed, is that you 
permit the inspection of grain under conditions which do not allow 
the inspector to acutally make an inspection. 

In other words, you say you cannot put a probe down far enough 
in the car to reach the bad grain. 

It seems to me that is a ridiculous situation. 

Mr. Ausert. Why not inspect it as you unload it; when you get 
to the bottom you will know what is in it? 

Mr. Horr. Yes. I am amazed that something has not been done 
about that a long time ago, because apparently that is the way that 
this fraudulent practice is carried on, they put the inferior grain in the 
position where you cannot probe, under the present methods of 
inspection. 

Mr. Warts. May I ask a question ? 

Mr. Horz. Yes. 

Mr. Warts. Does it work this way : 

I order a carload of No. 2 corn. It comes into my siding, and a 
omnes is called in or somebody that is a licensed sampler. You do 
not license the samplers, though, do you? 

Mr. Barr. No. 

Mr. Warts. The sampler comes in. And he certifies that it is No. 
2 corn. 

Well then, that consummates the trade, does it not? In other words, 
the buyer then has an obligation to accept it as No. 2, if the sampler 
says it is No. 2 corn? 

r. Barr. The sampler does not certify. 

Mr. Beicuer. The inspector ? 

Mr. Barr. He takes the sample into the inspection office and the 
inspector issues the certificate. 

Mr. Warts. That it is No. 2 corn? 

Mr. Barr. Yes. 

Mr. Warts. That creates a prima facie case for me to accept the 
corn under the contract that I have made for No. 2 corn? 
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. Barr. Yes. 
. Warts. Then I start unloading, not knowing that it is not all 


. Barr. Yes. 

. Warts. And then I get down to the bottom. Then the fellow 
that sent it to me, when I quarrel with him, he says, “Why, the sampler 
anepestee says it is No. 2 corn; therefore, it is No. 2 corn and I am 
looking for my money.” 

Then you have to call in the inspector or somebody and ask for a 
hearing of some kind to determine whether or not it was No. 2 
corn. 

Is that the way it generally operates? 

Mr. Barr. In the case that you cite, when the grain is being un- 
loaded, and about one-third of it is unloaded, you etect the offgrade 

rain, and usually stop unloading and call the sampler and inspector 
ack to reexamine what is left in the car, call for another inspection 
on that partofthecar. That is usually what happens. 

Mr. Warts. What we are trying to get at, or I think what is in 
Congressman Albert’s mind, who is getting hurt ? 

If you find it, and you do not accept the rest of it or you call the 
sampler in and the inspector in and regrade it ? 

r. Aupert. Does it not come to this, that with respect to the cer- 
tificate which the Department of Agriculture issues or the inspector 
issues, if you cannot rely on it, the whole works are gummed up and 
trading in grain becomes very difficult? Is that the situation? 

Mr. Barr. I think that is well stated, Mr. Albert. 

What we want to protect here is the integrity of the certificate. 

Mr. Betcuer. So that the certificate will mean something when you 
get it and not a slip of paper and you have to watch every bushel un- 

oaded to see whether you are getting it? 

Mr. Hors. How can you do that, if you do not have some method of 
taking the sample that will enable you to make that determination / 

Mr. Bexcuer. The first time they find trash in the bottom, they can 
put somebody in jail. 

Mr. Aupert. Either the sampler or the unloader. : 

Mr. Betcuer. You will not find so many in the bottom, if somebody 
gets in jail. 

Mr. Horr. At the time I accept this grain now, and I understand as 
suggested by Mr. Watts, a lot of it is sold on sight draft, I cannot un- 
load without making settlement on it. 

Mr. Barr. Most of the grain is sold on consignment, as I under- 
stand it. It is consigned to the market, subject to sale. 

Mr. Hors. I don’t know—I would like to have somebody tell me 
just what the practice is. 

Mr. Barr. May I at this point introduce Mr. Oliver, of the Grain 
and Feed Dealers. 

Mr. Axsert. State your full name and title, Mr. Oliver. 

Mr. Betcuer. Could I ask one more question first before that? Of 
course, we have been talking about the fellow that plugged the car, 
and the inspector. You can revoke the license of the inspector if he 
is crooked. You don’t have too much comeback except to just expose 
the fellow that loaded the car and plugged it: But it looks to me like 
there is still another gap in here. 
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Even if the sampler could get in the bottom, in the present situation, 
what could you do to prevent the sampler from going out and acci- 
dentally not quite get to the bottom to help somebody out ? 

Mr. Barr. We cannot do anything. You do not have any recourse 
a mers him at all—he could deliberately just sample the right corner 
of the car. 

Mr. Beucuer. If we find that he is not performing his duties cor- 
rectly and properly, we can call it to the attention of his employer. 

Also, we do call it to the attention of the inspector for whom he is 
sampling grain. 

Mr. Bercuer. That is all. Thank you. 

Mr. Atpert. Would you state your full name and your organization ? 

Mr. Otrver. Alvin Oliver, executive manager, Grain and Feed 
Dealers National Association. 

Mr. Apert. The committee would be glad to hear you at this point, 
if you desire to be heard, in connection with some of the matters that 
a been raised as to the practices in the shipment of grain, and so 

orth. 


STATEMENT OF ALVIN OLIVER, EXECUTIVE MANAGER, GRAIN 
AND FEED DEALERS NATIONAL ASSOCIATION 


Mr. Ottver. I did not come prepared to testify on this. We were 
very much interested, of course. 

I would say that the national association has for many years, back 
in the beginning of the United States grain standards, been a very 
strong backer of them. I believe they were the ones that started the 
grain standards. The job was too large, and asked Congress to carry 
the function on in the Department of Agriculture back in the early 

ears. 
. As far as S. 1400, our executive committee and officers prepared a 
statement last year, a letter to the Senate Committee on Agriculture 
and Forestry, endorsing the bill. And we are anxious that the in- 
tegrity of the grade certificates are protected. So we have full sup- 
port on that. 

Mr. Atsert. Would you mind addressing yourself to the question 
which Mr. Hope raised just before you were introduced? Would you 
restate your question, Mr. ae 

Mr. Hore. The points that I had in mind were, of course, what can 
be done to see that you do get a fairsample. The thing that disturbs 
me about all of this is the statement made here already by Mr. Barr 
that under some circumstances, you cannot get a proper inspection of 
the car. 

It has been suggested that will turn up when the car is unloaded. 

What I would like to know is what is the position of the buyer at 
that time with respect to his rights as against the-seller, if it does 
turn up that inspection has not been thorough and complete and that 
the certificate has not disclosed the true contents of the car. Then 
what recourse does the purchaser have against the seller? 

Mr. Onrver. I think, Mr. Barr, Mr. itlock can explain much 
more your appeal system and so on. 

Mr. Horr. I know. He mentioned that. But suppose I have al- 
ready settled, suppose it has been sent down and there is a sight draft 
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on it, and I have had to pay the sight draft before I can unload the 
car. 

Mr. Outver. I think that our national association in that has some- 
thing that probably should be explained at this time. It is an arbitra- 
tion committee. If both are members, the seller and the buyer, of the 
national, they must arbitrate. Or if one is a member they may 
arbitrate. 

In that case they would ask for arbitration. And the arbitration 
committee would receive the evidence from both parties. That de- 
cision would be handed down. 

Then if either party decided, the buyer or the seller, they did not 
like the decision, they could appeal to our arbitration appeals com- 
mittee. And the arbitration appeals committee has been referred to 
as the supreme court of the grain industry. 

We are very pleased that since it inten started there has never 
been a case that hed been referred to court that the decision of the arbi- 
tration appeals committee has ever been reversed by a court. 

In that case they would come to the decision of the arbitration a 
pene committee regarding what should be paid either the seller or the 

uver in that case. That is a trade decision. 

Mr. AuBerr. There seems to me to be two points involved here. 

One, does the present inspection system offer the inspectors and 
the samplers a chance to make a good inspection ? 

We are not really concerned with that point, that is, why shouldn’t 
you _— from the bottom of the car, why don’t you have a better 
system 

"Tn this legislation we are not concerned with that point. That is one 
int, isn’t it? You only go down 6 feet and the cars are 9 feet 


eep. 
The other point is that regardless of how —_ your inspection sys- 


tem is, you have a situation where a crooked inspector or shipper or 
combination of the two, might cause the issuance of a certificate which 
was not correct. Therefore, they would render the certificate of very 
little value in the grain trade; is that right? 

It is the second point that we are trying to aim at here, to get at an 
cheating or gross negligence in connection with the issuance of certifi- 
cates; is that right? 

Mr. Ottver. As I mentioned before, we are anxious, the national 
association, in anything possible to protect the integrity of these grain 
certificates. In fact, in our bylaws, the board of directors must ex- 
pel any member who is in violation of section 5 that Mr. Barr men- 
tioned a moment ago. That is for the good of the trade. 

Mr. Hors. Now you are a private organization. Suppose you do 
— him, what does that do to him ? 

r. Bercuer. He cannot belong to the organization. He can keep 
on shipping. 

Mr. Hore. He can still do business. What is the effect of that? 

Let me go into that. What is the effect, so far as his carrying on 
a grain business is concerned? Of course, I admit that it would not 
sound verv good for his customers to read in the paper he had been 
expelled from the National Association of Feedj& Grain Dealers be- 
cause of a fraudulent activity. 
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Outside of that, there is nothing that would keep him from going 
ahead and carrying on a grain business, if he _ find anybody to 
deal with. 

Mr. Outver. Of course, we could not prevent him from being in the 
grain business. 

Mr. Betcuer. As I understand it, the thing that appeals to me 
about this—in other words, when you get an abstract for a piece of 
property, you examine it, you feel you have a clear title. 

Your grain inspection certificate is of very little value because the 
car could have been plugged, or you could have had a certain sampler 
or a lot of other things. 

As a buyer, I may not attach very much importance to that certifi- 
cate. But as I understand the intention of this bill is to make that 
certificate more or less like an abstract determining that the contents 
of that car is No. 2 corn or whatever it.is supposed to be. And in the 
case of all of the penalties connected with this, it is pretty likely to 
be just what the inspection certificate says it is. If that is true, then 
the inspection certificate is worth something to you, not just another 
slip of paper; Is that your theory ? 

Mr. Outver. Could I add that the importance of this certificate is 
very important to our trade and the accuracy of it. 

Mr. Horr. How many cases of this kind have you had come up, that 
is, where you had to discipline your members or expel your members 
because of their fradulent activities? 

I am not asking for the exact number. Do you have many cases of 
that kind? 

Mr. Oxtver. I am not prepared to answer that. I checked a year 
ago with Mr. Barr and Mr. Whitlock and received the decisions and 
went back over a number of issues and did not find one in that period 
of time. 

Mr. Barr. If I may answer? 

Mr. Hope. Yes. 

Mr. Barr. I think, as I recall the number of cases in which findings 
have been published by the Secretary, they run around five a year, 
probably around five. That does not mean that many more cases of 
that character may not have been in the picture, but those were the 
only ones that we were able to get to. 

Mr. Warts. Five a year? 

Mr. Barr. Yes. We make inquiries and take corrective actions on 
hundreds of cases, but we do not pursue those through the formality 
of holding hearings and publication of findings. 

Mr. Avgert. Are any of these parties involved in this bill bonded 
against fraud ? 

Mr. Barr. No bond. There is no bond required from the Federal 
standpoint. I am not prepared to answer from the State and other 
standpoints. 

Mr. Warts. Do you have a record of the number of complaints you 
have had? Could you give an estimate of those per year? 

Mr. Barr. Complaints on plugged cars? 

Mr. Warts. Yes. 

Mr. Barr. The number of plugged cars? 

Mr. Watts. Yes; or reinspections you have had to have. Five isa 
very small number for the United States. 
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Mr. Barr. Five in which findings were published. 

Mr. Warts. I know. 

How many complaints have you had or how many reinspections: 
have you had? 

Mr. Barr. The number of appeals last year was around 75,000. 

Mr. Watts. Well now, you are getting some place. 

Mr. Barr. The previous year the number of appeals was 87,000. 
For the fiscal year just ending, I don’t have those figures before me. 
But I recall the fiscal year ending 1954 it was 87,000, I believe. 

Mr. Betcuer. When there were 87,000 complaints, there are a lot 
of people who think that the inspection certificate is of not much value. 

Mr. Warts. That is quite a different figure from five. 

Mr. Barr. When I said “five,” I meant in which we had held hear- 
ings and published formal findings. 

Mr. Watts. What I was interested in knowing is how prevalent is 
the practice of plugging cars? It must be pretty prevalent. 

r. Barr. Not all of those were plugged, but a question of the 
accuracy of the inspector’s grade. 

Mr. Avsert. Improper conduct that might be covered by this bill? 

Mr. Barr. Not necessarily improper conduct, but in many cases, 
conditions which perhaps made it impossible for the inspector to de- 
termine the true grade. ‘Too, not all of those on which appeals were 
called were found to be misgraded. 

Mr. Warrs. Do you find some cases where the buyer is tempted to 
cheat. as well as the seller ? 

Mr. Barr. Yes, 

Mr. Warts. And he is hoping to get the corn downgraded or some- 
thing? 

Mr. Barr. I would like to make a comment on two points. 

One is on this sampling problem. That is the biggest problem we 
have in our inspection operations, the obtaining of a representative 
sample under any and all conditions in which the grain may be tend- 
ered for inspection. 

And the development of sampling procedures, and sampling devices 
is one of the things that we have spent time and money on, and are 
continuing to give thought to. 

And we recognized everything that you have said Mr. Hope. That 
is our big problem. We are constantly working on it, and trying to 
arrive at a solution. 

Mr. Horr. Are you making any headway ? 

Mr. Barr. We have made some headway. We have developed today 
and there are being put into operation today so-called automatic 
samplers in large terminal elevators and export elevators which will 
enable us to obtain representative samples of the grain. Those so 
far have proven very helpful, particularly in loading grain out of 
terminal drevators like New Orleans, Galveston, Baltimore, Norfolk 
for export. ate grain direct from elevators to the ships. 

One of the things brought out in the Senate committee which made 
the investigation which resulted in this bill, as I recall—I do not 
know whether I am making the proper reference to it—had to do 
with export loadings of grain. 

You will recall, following that the Secretary of Agriculture made 
investigations of methods of loading and inspecting grain at ports, 
including Galveston, New Orleans, and on down the line. 
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So we are constantly working on the samplin pave ves. We do not 
have a solution to the sampling of boxcars, of the grain in boxcars. 
In many cases we have found it necessary, and the trade has resorted 
to the practice of unloading the cars to permit taking a sample at the 
time of unloading, or, in the house during the movement of the grain 
through the house on its way to the bins. That is not general. 

Mr. Hore. Suppose I have a car of grain come to me and I suspect 
that there is something wrong which f think can be developed by an 
inspection after it has been unloaded, is there anything I can do to 
get that kind of an inspection ? 

Mr. Barr. If you report to the supervisor or the inspector there is 
something wrong there he will resort to all available means to detect 
that condition, to determine the true condition and grade of the grain. 

Mr. Hort. That would include an inspection then after it has been 
unloaded. 

Mr. Barr. It might. 

Mr. Axpert. On the point we were discussing a minute ago, that 
Mr. Watts mentioned, in the Senate report I note here the statement 
that— 

In the summer of 1953 a subcommittee of this committee conducted hearings 
at Galveston at which an elevator operator testified that he ran sample grade 


wheat into the ship every time the sampler’s back was turned, and that “slugging” 
of ships and “plugging” of cars was a common practice. 


Mr. Barr. That is right. 

Mr. Aupert. So it apparently is fairly common? 

Mr. Barr. We found that true in too many instances. 

Incidentally, we had difficulty with inspectors at Galveston during 
that time, one of which had his me revoked. 

Mr. Betcuer. I would think the inspector has a lot to lose, like a 
racticing lawyer. If he gets his license revoked he is out of business. 
n my town that is a pretty good business. Two or three fellows have 

gotten pretty well fixed inspecting grain. He has that to lose. 

And the samplers are college boys that work in the summer out there 
sampling grain. They do not have anything to lose. They have no 
profession. All they do is get fired and have to get another job. 

So I think that the gap that this will plug is going to be plugged 
prior to the time it gets to the inspector. You have very little recourse 
there. It looks to me like this bill would certainly make a certificate 
worth a whole lot more. 

Mr. Barr. May I ask Mr. Whitlock if he has any comment on this 
sampling problem and the relationship of this proposed bill to our 
problem in sampling. 

Mr. Aubert. We will be very glad to hear from you. 

Mr. Wurrtock. I have very little to add. Mr. Barr has covered 
the subject very thoroughly. 

It might be well to suggest here that the basic reason for this amend- 
ment, in the first place, propably was to take care of fraudulent loading 
of export shipments, where it 1s a matter of putting bad grain into a 


ship during the course of loading, say, at night, or during the few 
minutes when the sampler may be away from the loading spout. 
That grain is sold overseas on certificate final, The exporter gets 
his money for the cargo as soon as it is loaded here. 
The buyer overseas who receives it at destination has very little 
recourse. He can complain about the quality of the delivery, but he 
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has paid for it. He has no inspector over there to verify what he 
found. He begins to complain about the quality of the deliveries from 
the United States. 

Mr. Atsert. That is right. 

Mr. Wurttock. In my opinion that is the most important reason for 
this amendment to take care of export shipments, to safeguard them. 

One other point: These 75,000 or 80,000 appeals that we have per 
yee do not necessarily reflect serious objection to a grade that has 

en assigned. Many of those are called in advance of the inspection 
simply as an insurance. 

ou have aaere customer—he likes to buy from you—and to main- 
tain your relationship, you sell him on the basis of Federal ap- 
peal. Perhaps the integrity of our Federal appeal certificate is higher 
than the inspection certificates. 

A dealer may sell 50,000 bushels on the basis of Federal appeal at a 
certain market. In such case appeals are called before the inspection 
has ever been performed. 

So the number of apple do not necessarily reflect criticism of 
the inspection. About —— of the total of 214 million ye ery 
per year are appealed. Inspectors grades are sustained in about 75 
percent of the appeals. That is, the inspectors grade is not changed. 

Mr. Hore. You mean I can appeal from an inspection before it has 
been made? 

Mr. Wutrtock. Yes. 

Mr. Horr. That sounds like a pretty suspicious business to me. 

Mr. Aupert. Do they have to pay for the appeals? 

Mr. Wurrtock. If the grade is changed, there is no charge. If the 
grade remains the same, there is a fee. 

Mr. Auserr. I can appreciate this foreign situation difficulty, be- 
cause I had personally the reverse case, where an American shipper 
from my district thought he was cheated on the other side and found 
out how difficult it was to get anything done about it. 

It would be the same way with somebody who was the consignee 
in some foreign country. 

Mr. Barr. Mr. Chairman, I think we should get into the record this 

int, also. Up to now we have talked about plugged cars, and the 
inference, at least, has been that those originate in the country. That 
is not altogether true. 

Some of the most flagrant cases that we have had, and, particularly, 
the ones that we have proceeded against formally, and on which we 
have published findings, have been cases where grain was loaded out 
of terminal elevators. Not 1 car, but 10 cars, 20 cars, 1 load, followin 
a consistent pattern of plugs in the bottom of the car, screenings an 
what not. 

Mr. Horr. Where you have had the experience with a shipper and 
have found that you have to watch him pretty closely, do your in- 
spectors go to any greater than usual lengths to insist that the samplers 
in those cases get complete and thorough samples? What is your 
policy there? 

Mr. Barr. Not necessarily. I think we have to assume that the 
grain is loaded honestly. And we have to take the grain as it is 
tendered for inspection. Every car is a unit. 

I do not think that we could approach any request for inspection 
with any kind of bias, figuring, well, we have to watch this man be- 
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cause he is liable to plug the cars—he plugged 10 cars last week and 
another man here we won’t bother with him so much, because we have 
nothing against him. 

I do not think we have to get into that frame of mind. 

Mr. Horr. I would not want to suggest that you not bother with 
some other fellow because you do not know he is crooked, but I just 
wondered if you would not be justified in the case of people whom you 
know are operating dishonestly by making doubly sure that they are 
not getting away with something. 

Mr. Barr. You, perhaps, are right, sir. But it has been deplorable 
in some ways that some of the fellows against whom we have proceeded 
have been the last we would have ever thought would be guilty of 
such infractions or irregular practices. 

Mr. Avzert. Do you have anything to say ? 

Mr. Warts. Would it aid the situation any if the inspection, or the 
sampling occurred at the time the car was loaded, or would it take 
too much time to be there to watch them load it? 

Mr. Barr. Well, that would be quite expensive, to say the least. 

Mr. Warts. Who pays the sampler ? 

Mr. Barr. The inspection department. 

Mr. Warts. What does the man get for the sampling of a car? 

Mr. Barr. He is paid on a salary basis. Inspectors and samplers 
are paid by the inspection departments on a salary basis. The scale 
varies with different departments in different States. 

Mr. Warrs. Nothing in this bill that is directed toward anybody 
except somebody trying to do something wrong, is there? 

Mr. Barr. I don’t think so. 

Mr. Avzert. If there is no further testimony, the subcommittee will 
go into executive session. 

(Whereupon, at 11:20 a. m., the subcommittee adjourned to go into 
executive session. ) 


x 











